HOUSE BILL REPORT
SB 5948

As Reported by House Committee On:
Finance

Title: An act relating to unclaimed property.
Brief Description: Modifying unclaimed property provisions.
Sponsors: Senators Pridemore and Zarelli; by request of Department of Revenue.

Brief History:
Committee Activity:
Finance: 4/15/05 [DP].

Brief Summary of Bill

*  Modifies certain requirements regarding notification of apparent owners of
unclaimed property.

»  Allowsthe Department of Revenue to liquidate unclaimed mutual fund holdings.

HOUSE COMMITTEE ON FINANCE

Majority Report: Do pass. Signed by 9 members: Representatives Mclntire, Chair; Hunter,
Vice Chair; Orcutt, Ranking Minority Member; Roach, Assistant Ranking Minority Member;
Ahern, Conway, Ericksen, Hasegawa and Santos.

Staff: Mark Matteson (786-7145).
Background:

Under the state Unclaimed Property program, a business that holds unclaimed intangible
property must transfer it to the Department of Revenue (DOR) after a holding period set by
statute. The holding period varies by type of property, but for most unclaimed property the
holding period isthree years. After the holding period has passed, the business in possession
of the property transfers the property to the DOR.

Notification of Apparent Owners. Under the program, the DOR's duty isto find the rightful
owner of the property, if possible. One of the DOR's requirementsis to place a notice by
November 1 of each year in anewspaper of general circulation in each county which contains
the last known address of an apparent owner of unclaimed property that is reported and turned
over to the state in that year. If the DOR does not have any such address, then the notice must
be published in the county in which the holder of the property hasits principal place of
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business. The notice must contain the names and addresses of the persons whose last known
address was within the county. The notice must also provide explanation of how persons
possessing an interest in the property may contact the DOR for further information. The DOR
is not required to publish notices when the property value is less than $75.

The DOR isrequired to mail notices by September 1 of each year to apparent owners of
unclaimed property that has been reported and turned over to the state in that year. The notice
must contain the name and last known address of the person holding the property.

Disposition of Property in Custody of the State. In general, abandoned property turned over to
the DOR is deposited directly, or else liquidated and then deposited, to the State General
Fund. Stocks and other securities presumed abandoned and turned over to the state are
required to be sold no more than three years after the state has received the property.
However, the DOR is prohibited from liquidating mutual funds and other plans that provide
for the automatic reinvestment of dividends or other sums payable as the result of the
investment.

After attempting to find the owner, the DOR is authorized to destroy any abandoned property
that is deemed to have little or no commercial value. However, documents to be destroyed
must be copied on film and held for 10 years.

Unclaimed Property Held by Municipalities. Counties, cities, and other municipal
corporations are exempt from the requirement to report certain abandoned property to the
state. This property includes certain canceled warrants, uncashed checks, excess proceeds from
foreclosures pursuant to the enforcement of property tax delinquencies, and property tax
overpayments or refunds. The local government may retain such property until notified by the
owner but must provide alisting of such property to the DOR, which isrequired to publish
details of the property in the same manner that details of other state-held property are
published.

In the 2004 session, the L egislature enacted modifications to statutory requirements
concerning county treasurers. One of the modifications provides that, after three years, any
claim to excess proceeds from foreclosures pursuant to property tax delinguency enforcement
is extinguished.

Unclaimed Property - Receipt. 1n 1992, the Legidature enacted alaw that authorized the state
to receive unclaimed intangible property held by out-of-state brokers when the issuer of the
intangible property islocated in Washington. The law was ultimately contingent upon a 1993
United States Supreme Court ruling in a case concerning the basis of the right of a state to
unclaimed property. The court ruled that the right to unclaimed intangible property is that of
the state of the broker's incorporation and not that of the state of the principal place of
business. The ruling made the Washington law moot.

Summary of Bill:
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The requirement that the DOR publish the names and addresses of apparent owners of
unclaimed property in newspapersis replaced with a requirement to publish a summary
explanation of how owners may obtain information about unclaimed property reported to the
DOR. The DOR isrelieved of the requirement to publish in a newspaper of genera
circulation in each county for which the DOR has addresses of apparent owners or holders of
unclaimed property, and must instead utilize the newspaper most likely to give notice to the
apparent owner. The requirement that the DOR include the address of the property holder in
its mailed notice to apparent ownersis deleted and replaced with arequirement to include a
description of the type of property.

Excess proceeds held by local governments from foreclosures pursuant to property tax
delinquencies are exempt from the provisions of the Unclaimed Property program.

The prohibition against selling mutual funds and other reinvestment plansis removed. The
requirement to copy on film any documents to be destroyed is also deleted.

The provision authorizing the state to receive unclaimed property held by out-of-state brokers
but issued from within the state is repeal ed.

Appropriation: None.
Fiscal Note: Available.

Effective Date: The hill takes effect 90 days after adjournment of session in which bill is
passed.

Testimony For: Thisissimilar to the house bill you heard earlier thissession. Itis
increasingly expensive for the DOR to publish notice of abandoned property in newspapers.
Thiswould allow DOR to target their information campaign more effectively.

Testimony Against: None.
Persons Testifying: Suzanne Mager, Department of Revenue.

Persons Signed In To Testify But Not Testifying: None.
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